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The federal government is banking on a suite of new subsidies to uncork billions of dollars in private-sector 
spending so Canada doesn't lose to the United States in the race to cash in on the global drive to reduce 
greenhouse gas emissions. 


Tuesday's federal budget laid out new elements of the government's strategy to ensure money for this clean 
transition ends up in Canada, identifying U.S. President Joe Biden's massively expensive push to spur green 
technology south of the border as a "fundamental" challenge. 


Pledging to spend roughly $80 billion over the next 11 years on a host of new refundable tax credits for 
businesses, government officials argued Canada can compete with this tractor beam of U.S. investment. With new 
tax credits doing the heavy lifting, the federal government hopes to provoke an increase in annual public and private 
spending on the transition to a low-carbon economy from the current $25 billion to the roughly $100 billion per year 
it thinks is needed. 


"| feel that a failure to put forward a comprehensive, effective and adequately financed plan to build the clean 
economy of the 21st century would mean consigning Canada to de-industrialization," Finance Minister Chrystia 
Freeland told reporters on Tuesday. 


The biggest chunk of new money in this regard is for a "clean electricity" tax credit that is expected to cost $6.3 
billion over the next five years. Described as the "backbone" of the government's plan to spur a faster shift to a 
green economy, the credit will see federal dollars refund up to 15 per cent of the money a company spends on 
"non-emitting" electricity generation systems, like hydro dams, nuclear power stations, and wind and solar energy 
projects. 


"Abated" natural gas-fired electricity - which includes some technology to offset the greenhouse gas emissions it 
creates - will also be eligible, the budget says. And provincial utilities can apply just as well as private companies. 


The budget also announced details of the refundable tax credit the government first promised last fall, which would 
apply to spending on hydrogen energy. This credit - expected to cost $5.6 billion over the next five years - would 
refund between 15 and 40 per cent of project costs, with more money going to developments for lower-emission 
hydrogen. 
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A third tax credit the budget promises is for "clean technology manufacturing." At an expected cost of $4.5 billion 
over the next five years, this credit would cover 30 per cent of the costs of equipment and machinery used to make 
technology like zero-emission vehicles and materials used in electric car batteries, renewable or nuclear energy 
equipment, and “grid-scale" electricity storage equipment. The credit will also cover costs of mining, processing and 
recycling critical minerals deemed "essential" for clean tech supply chains. 


Beyond these subsidies, the government plans to spend another $516 million to expand eligibility for its Carbon 
Capture, Utilization and Storage tax credit so it is available in British Columbia, among other changes. 


Environmentalists and opposition parties, including the New Democrats who are propping up the Liberal minority 
government, criticized this credit as a questionable subsidy to fossil fuel companies when it was introduced in last 
year's budget, at an expected cost of $2.6 billion over five years. 


The budget also says the Canada Infrastructure Bank - an arms-length institution meant to use public money to 
attract private investment - will put $20 billion of its existing pool of $35 billion toward green projects. The 
government also promises to create a "concrete plan" by the end of 2023 to make the environmental assessment 
process for major projects more efficient, something the Business Council of Canada said in a statement Tuesday 
is "essential" for the shift to a low carbon economy. 


And the budget promises the government will craft a policy to guarantee companies that slash emissions under the 
federal carbon pricing system for heavy industries will be able to sell the credits this creates for a minimum price - 
meeting a key demand from lobbyists in the fossil fuel sector. 


Michael Bernstein, executive director of the Clean Prosperity institute, told the Star that many businesses will likely 

wait to spend money to reduce emissions until they see the details of this system. And while he saw many "good 
steps" in the budget toward competing with the huge green spending in the U.S., he predicted Ottawa will still need 
to rely on direct subsidies - like the still-undisclosed money it devoted to luring a Volkswagen electric car battery 
plant recently - without broader clean business incentives. 


The budget cites private forecasters who estimate the U.S. green programs could spur $1.7 trillion (U.S.) in public 
and private spending. 


Rachel Doran, director of policy and strategy with Clean Energy Canada, also welcomed the new tax credits, which 
she said shows the government understands "we need to be pivoting to where the future jobs are going to be" as 
the world transitions to low-carbon economies. 

But while other green advocacy groups similarly applauded the new money for clean technology and electricity, 


some also bemoaned the lack of a clear plan to phase out fossil fuel subsidies that encourage oil and gas 
production, despite an existing Liberal government promise to do so this year. 


"The absence of an honest examination about the future of the oil and gas industry is glaring," Caroline Brouillette, 
acting executive director at Climate Action Network Canada, said in a written statement about the budget. 
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